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LETTER OF SUBMITTAL 





House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C., April 5, 1967. 
Hon. Harotp D. Coo.ey, 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C. 

Dear Mr. CuatrmMan: As part of our study of the high cost of 
living, I hand you herewith a document prepared by the Ceoummianee 
Study Subcommittee, setting forth the essential data on farm to retail 
price spreads, and portraying the relative positions of the farmer, the 
processing and marketing systems, and the urban consumer, in the 
total food picture. 

This document, assembled from competent source material, shows 
that in the past 10 years retail food prices have increased 16 percent 
while farm prices were declining 14 percent. During this period the 
average city family has increased its expenditures for food by $500, 
or 50 percent. Of this additional family outlay, $400, or 80 percent, 
went to food processing, transportation, and distribution agencies, and 
only $45 to farmers. ‘The remainder was expended on imported foods. 

The materials herewith were brought together as the background 
and the basis for this subcommittee’s study of the reasons for rising 
food costs during a time when farm prices were declining. We are 
especially interested in the effects of these costs upon the larger city 
families with average or below-average incomes. We are hopeful, 
with the cooperation of people in the processing and marketing 
systems, to find ways of getting more nutritious food to city families 
for a smaller portion of their paychecks. 

Farmers would enjoy larger markets, and will be greatly benefited, 
if ways and means can be found to reduce current marketing costs, 
improve efficiency, and increase consumption. 

Now that we have brought the total food picture into focus in this 
compilation of data, the subcommittee is proceeding with studies and 
investigations into specific practices and situations that can be elimi- 
nated or improved with the objective of bringing down the cost of 
living. We shall inquire into related activities such as the use of 
trading stamps, market manipulations, the middlemen’s profits; and 
into the costs of specific commodities, such as meat, milk, bread, 
coffee, cocoa, and eggs. 

The subcommittee also is currently conducting a study of the part 
which our food and fiber programs are playing in winning friends for 
the United States and preventing the spread of communism; the 
accomplishments or deficiencies of our public, private, and voluntary 
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agencies in this work; and the proper stockpiling of food surpluses as 
a matter of national and civilian defense. 
This subcommittee, which you established on March 14, 1957, will 
report to you from time to time upon the progress of our work. 
Sincerely yours, 
Victor L. ANFusO, 
Chairman, Consumers Study Subcommittee. 





INTRODUCTION 


The Consumers Study Subcommittee was created on March 14, 
1957, to study and investigate, among other things— 

1. The cost of living and, with respect to agricultural products, 
the share which the farmer gets of the consumer dollar and how 
it compares with other costs, i. e., wages for labor, profits for 
middleman, retailer, etc. 

2. The part which our food and fiber programs have played 
in winning friends for the United States and preventing the spread 
of communism at home and abroad. 

3. The accomplishments or deficiencies of our public, private, 
and voluntary agencies in this common struggle. 

4. The proper stockpiling of surpluses within the limits of the 
United States as a matter of national and civilian defense: 

This document is merely an introduction to the first phase of the 
Subcommittee’s work. 
ConsuMERS Stupy SUBCOMMITTEE, 
Victor L. Anruso, Chairman. 
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RETAIL FOOD AND FARM PRICES 1947-56 





Retail food prices have increased 16 percent in the past 10 years 
although prices received by farmers declined 14 percent (figure 1).! 


Ficure 1 
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[1947_49 = 100] 


FIGURE 1.—Prices received by farmers and retail food prices, 1947 to date 


[1947-49= 100] 


Prices re- | Retail food | Prices re- Retail food 
Date ceived by | prices | Date ceived by | prices 

farmers | farmers | 
= mien pores fem pine 
1947. . 102.0 | 95.9 > || 1952_.- s ‘ | 107.0 | 114. 6 
1948... 105.9 | 104. 1953... | 95.9 112.8 
1949__. 92. 5 100. 3 || 1954... = 92.9 | 112.6 
1950_. 95.1 101.2 |} 1955... 87.4 110.9 
1951_.- 112.2 112.6 |} 1956... : 87.4 111.7 

| 








Source: Agricultural Marketing Service and Bureau of Labor Statistics. 


Retail food prices reached a peak in 1952, then declined slightly in 
the following 3 years. Prices received by farmers reached their post- 
war peak in 1951 and then declined steadily until 1956. When farm 
prices stabilized in 1956 retail food prices began to rise again. In the 
latter part of 1956 and early 1957, prices received by farmers recovered 
slightly from their post-war record low levels and retail food prices 
increased even further. 

The Agricultural Marketing Service of the United States Depart- 
ment of Agriculture makes monthly estimates of the farm value and 


1 Prices received by farmers include prices of nonfood products, such as tobacco, cotton, feed grains, and 
forage crops. 
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retail cost of a typical ‘‘market basket’’ of farm food products pur- 
chased by an urban wage earner and clerical worker’s family. This 
statistical series indicates that the average worker's: family paid 5 per- 
cent more and farmers received 17 percent less in 1956 for the same 
kinds and quantities of food purchased in 1947. 





















FARM AND RETAIL PRICE OF PRODUCTS 





CEREALS AND BAKERY 





The greatest divergence between the farm and retail prices in this 
10-year period have occurred between the farm price of wheat and the 
retail prices of cereals and bakery products (fig. 2). 
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[1947-49 = 100] 


FIGURE 2.— Average prices received by farmers for wheat, and retail prices of cereals 
and bakery products, 1947 to date 








[1947~49= 100] 
Average Retail | Average Retail 
prices prices of prices prices of 
Date received cereals and Date received | cereals and 
by farmers bakery | by farmers bakery 


for wheat products for wheat products 





Eee ee ‘i 109.8 94.0 





a nineteen 99.1 116.8 
FO eee a 100.5 | 103.4 || 1953__- oe 93. 0 119.1 
Risk. eaeicss 89.7 | 102.7 |] 1954... ; i 91.1 121.9 
i Earner la deol 91.6 104. 5 GR ons 94.4 123.9 
Peek ah hok 99.1 | 114.0 |} 1956... 92.5 125.6 


ce: Bureau of Labor Statistics and Agricultural Marketing Se 





FOOD COST TRENDS 3 


The farm price of wheat dropped 7 percent and the retail prices of 
cereals and bakery products increased 34 percent. 

When city families purchase bread or prepared cereal products 
they pay mostly for processing, packaging, and distributing the 
product; very little goes to the farmer for the raw product. For 
example, there is less than 3 cents worth of farm-produced corn in 
a 22-cent package of corn flakes and only 4 cents worth of wheat in a 
28-cent package of soda crackers. The pound loaf of bread that sold 
at retail for an average price of 17.9 cents in 1956 contained wheat 
having a farm value of 2.6 cents. The farm value and retail cost of 
several cereal products in 1947 and 1956 is shown below: 


Farm value Retail cost 
1947 1956 1947 1956 
Cents Cents Cents Cents 
assess n dscningh tens sceaegeiieandoeattacesclinp an pana 2.9 2.6 12.5 17.9 
SOE CEI —F GING so ons cscincck cccavcsduntatansncbtpeckoas 4.3 4.0 2.7 27.6 
ee a ee a ae 3.6 2.8 14.8 21.9 
FRG CPO OIE, co cacccakdecccasndusdanacdseasaaalipesee 6.0 4.4 14.6 19.3 


The Agricultural Marketing Service estimates that the farm value of 
all ingredients used in the bakery products in their “‘market basket’ de- 


clined 16 percent from 1947 to 1956 and the retail cost increased 31 
percent. 
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FARM AND RETAIL PRICES OF DAIRY PRODUCTS 


Both the farm price of milk and butterfat and the retail prices of 
dairy products reached a peak in 1952. Although farm prices have 


nee 16 percent since then, retail prices declined only 3 percent 
(fig. 3) 
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[1947-49 = 100] 


Ficure 3.—Prices received by farmers for dairy products and retail dairy product 
prices, 1947 to date 


[1947- rn 


Dairy Retail | Dairy Ret ail 
| products | dairy | products dairy 
Date prices re- | products Date | prices re- products 
ceived by | prices | ceived by prices 
farmers | | | farmers 
' 
j 
Wt S256 saul 98.9 96.7 || 1952_- 110 2} 111.5 
ee achssise ba dhcnania ‘ 109. § 106.3 |} 1953-- 99.3 09. 6 
Skis ecnadeaamadacoend 91.6 | 96.9 1954__. $2. 0 106. 1 
1950__- “ be | 90. 1 95.9 | 1955__. i 91.3 105.9 
1951.-..------------------| 103. 6 | 107.0 | 1956 _ 94.2 | 108. 7 
} | | 


Source: Bureau of Labor Statistics and Agricultural Marketing Service. 


The farm value of the quantity of dairy products in the ‘market 
basket”? dropped 5 percent between 1947 and 1956 while the retail 
cost increased 15 percent. 
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PRICE TRENDS FOR OTHER FOOD GROUPS 


It is impossible to make direct comparison between changes in the 
farm and retail prices of other food groups. However, it is interesting 
to note that in 1956 farmers received only 2 to 3 cents for the sweet 
corn and peas in the cans which sold at retail for 18 to 22 cents. A 
can of tomatoes which retailed at 15 cents had 2.3 cents worth of to- 
matoes in it. 

The market basket statistical series published by the Agricultural 


Marketing Service indicates 10-year changes in farm values and retail 
cost of groups of food as follows 


Percent change from 1947 














to 1956 in— 
Food group biccle 
Farm value | Retail cost 
Meat products ; ‘ _ caidibasian eee sean : —29 —5 
Poultry and eggs- js ‘ Goes oer to. anal tlegelpitb etSesde —21 —13 
All fruits and vegetables_- RAE ; +7 +12 
Fats and oils. - ne —37 —30 
Miscellaneous products. - ss | 0 +4 


FOOD COSTS OF AVERAGE CITY FAMILY 


The average city family spent about $1,500 for food in 1956. This 
compares s with about $1,100 in 1950 and $1,000 spent for food by the 
average city family in 1947—10 years ago. 

Surveys of consumer food expenditures made in 1947 and 1955 indi- 
cate that the average city family of 3.3 persons spent 32 to 33 percent 
of its income after taxes for food in each of those years. This is 
equivalent to about 30 percent of its income before tax payments. 

Ten years ago, in 1947, the average urban family received an income 
of only $3,349, according to the Bureau of the Census. In 1950 the 
income of the average urban family had increased to $3,673 and in 
1955 it was up to $4,840. The average city family’s income before 
payment of taxes is unofficially estimated at $5,000 in 1956. 

The only recent study of city-family expenditures was made by the 
Bureau of Labor Statistics in 1950. The average wage and clerical 
worker’s family in large cities in 1950 had an income before taxes of 
$4,332. ‘This is about 18 percent higher than the income of the aver- 
age urban family as reported by the Bureau of the Census. 

The families interviewed in these large cities spent more than their 
income in 1950. The average income “and expenditures of the wage 
and clerical worker’s families in large cities are shown in table 1, to- 
gether with the estimated expenditures of the average urban Pelee 
with an income of $3,673 in 1950. 
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TABLE 1.—Income and expenditures of wage and clerical workers’ families in large 
cities in 1950 and estimates for the average urban family 


Special survey Average 
| urban 
family 


Dollars Percent 


Income and receipts before taxes $4, 332 | 100. 0 


2 | | $3, 673 
Food and drink | 1, 335 30.8 | 1, 131 
Clothing | 473 10.9 | 400 
Housing (including taxes on owned homes).-- | 448 | 10.3 378 
Fuel, light, refrigeration, and water | 153 | 3.5 | 29 
Household operation 167 | 3.8 | 140 
Housefurnishings and equipment 281 6.5 | 239 
Auto purchase and operation i 457 10.5 | Rt} 
Other transportation | 81 1.9 70 
Medical care 213 4.9 80 
Personal care___ | 93 | 2,1 | 77 
Personal taxes- - .- 294 | 6.8 2) 
Recreation | 191 | 4.4 162 
Reading and education _-- | 55 1.3 | 48 
robace | 80 | 1.8 66 
Miscellaneous goods and services 49 | 1.31 40 
Gifts and contributions. 136 3.1] 1l4 
Personal insurance and Federal Social Security 183 4.2 | 134 
Total expenditures : 4, 689 | 107.9 | 3, 964 
Changes in assets and liabilities —192 | 
Balancing item... a " : 12—165 


1U. 8. Census Bureau. 

2 Includes under reporting of both income and expenditures. 

Source: U. S. Department of Labor. Bureau of Labor Statistics. Monthly Labor Review, vol. 79 (9). 
September 1956. 


FAMILY FOOD CONSUMPTION 


National food consumption statistics indicate that an average urban 
family of 3.3 persons purchased about the same amount of food in 
1956 as 10 years earlier. Some substitution took place between 
potatoes and cereals where decreases occurred, and livestock products, 
where increased occurred. Per capita meat consumption increased 8 
percent in this 10-year period. 


FARM AND MARKETING SHARE OF FOOD EXPENDITURES 1947-56 


Of the $1,500 spent by the average city family for food in 1956, 
approximately $105 was paid to food importers and fishermen for 
imported foods and fish and $465 went to farmers for the farm- 
produced, unprocessed foods. The balance ($930) went to the agencies 
which processed, transported, and distributed the foods to the retail 
purchasers. Similar data for the 3 years—1947, 1950, and 1956—are 
shown below: 








] a 

| 1947 | 1950 | 1956 
Average income of urban families i siti sila ea tae eecnele | $3, 349 $3, 673 $5, 000 
A verage expenditures for food and beverages lee 1,000 1, 100 1, 500 
Estimated payments to importers and fishermen.----_- | 50 66 | 105 
Estimated payments to United States farmers. .-_- | 420 | 396 | 465 

i | | 

| 


Estimated payments to marketing, transportation, and processins 
agencies-.-.-- cet eas ene 


+ a 


530 | 638 | 930 
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Of the $500 additional spent for food by the average city family in 
1956 over 1947, $55 was paid to importers and fishermen for imported 
foods and fish, $45 went to farmers for farm-produced products, and 
$400 went to ‘the various processing and marketing agencies which 
account for the so-called marketing margin. This indicates that of 
the $500 additional spent for food by the average family in 1956 
over 1947, 80 percent found its way into the marketing margin and 
only 9 percent went to the farmers who furnished the consumers more 
livestock products and fewer potatoes and cereal products than 10 
years earlier. The percentage increase in payments to each group in 
1956 over 1950 and 1947 follows 


| Percentage increase in 


1956 from- 
1947 } 1950 
| } 
Payments to importers and fishermen -- 110 | 60 
Payments to United States farmers | ll 17 
Payments to processing, transportation, and marketing agencies 75 46 


FOOD MARKETING COSTS AND OTHER ECONOMIC TRENDS 


How does this 75 percent increase in payments to food-distribution 
agencies over this 10-year period compare with other economic 
trends? 

First, it should be noted that a part of the increased marketing 
charges may be associated with the change in composition of the 
family food purchases during this 10-year period. Fewer potatoes 
and cereal products, and more meats, poultry, and eggs were purchased 
in 1956 than in 1947. 

Second, and even more important, the average city family in 1956 
purchased many more ready-prepared, fresh frozen, and specially 
packaged foods than in 1947. The increased payments to marketing 
agencies represent payments for additional services as well as higher 
costs for the same services as those performed in 1947. 
age change from 1947 to 1956 in selected economic 
below: 


The percent- 
items is shown 


Percentage | 


Percentage 
change, 


} 
| change, 
1947 to | 1947 to 
1956 | 1956 
Increase in marketing payments for Increase in average hourly earnings of 
mported and home-produced workers in manufacturing 60 
foods and beverages purchased by Increase it tilroad-freight rates for 
the average city family +75 farm product +- 5) 
Increase in marketing marg : for fixe Increase in wholesale prices of indus 
juantity of ‘‘market bas Ser * food +-27 trial products 28 
Increase in | .yments to farmers for | Increase in medical-care prices i) 
oods purchased by average city Increase j etail apparel lot! 
family +1] price +9 
Increase in hourly earnings of food- Increase in 


¢ in consumer price index 22 
I rketing employees... : 1] 
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FOOD COST TRENDS 
CONCLUSIONS 


This preliminary document only shows that retail food prices and 
city families’ expenditures for food have been increasing in recent 
vears even though prices to farm producers were declining. 

It has not attempted to evaluate the factors which have increased 
the retail costs of specific foods such as meats, milk, bread, poultry, 
eggs, coffee, cocoa, or sugar. Nor has it gone into such related mar- 
ket activities as the use of trading stamps, corporation mergers, ver- 
tical integration of production, processing and distribution activities, 
and other practices which affect the re tail cost of food. These inves- 
tigations will be the next phase of the subcommittee’s activities. 
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